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September 24,2003 

William H. Donaldson, Chairman 
lFecurities and Exchange Commission 
450 Fifth Street, NW 
Washington, DC 20549 

Dear Mr. Donaldson: 

I[ would like to take this opportunity to commend the Securities and Exchange 
Commission for all of its work to date on the development of rules that would give 
shareholder nominees access to registrant proxy statements and cards. Since the 
submission of shareholder proposals on proxy access the p I % ; S C m  Employees Pension 
Plan filed last proxy season, the Commission has taken a fair-minded and well-reasoned 
approach to dealing with the complex question reforming the director election process. 
The Division of Corporation Finance has done a particularly outstanding job of 
soliciting the views and concerns about director elections from institutional investors 
like ourselves who have formed opinions about the proxy access rde. 

e share the Commission's belief that understanding how individual investors vote in 
current director elections and determining their views on proxy access for shareholder 
nominees would enhance the process of access rulemaking. Earlier this month, 
L I F S C ~  commissioned Harris Interactive to undertake a pubIic opinion poll of 
individual investors on these subjects. The key findings of the survey of more than 
1,000 individual investors by Harris Interactive show: 

e Eighty percent think there should be a process to allow shareholders to nominate 
candidates for boards of directors; 

@ Ninety percent agree that corporate misconduct has weakened investor 
confidence in the stock market; 

@ More than half of the shareholders agree that corporate management is not in the 
best position to decide who should be nominated to the- board of directors. 



The full results reveal a number of important details about individual investors' proxy voting 
patterns, such as the reasons why shareholders vote against board nominees, and under what 
conditions they think proxy access should be utilized. 

We have enclosed a copy ofthe poll results for YOU use. 

Verv Sincerelv, 

International President 

GWCE:rfC 
Enclosure 

cc: Paul S. Atkins, Commissioner 
Roe1 63. Campos, Commissioner 
Cynthia A Glassman, Commissioner 
Harvey %. Goldschid, Commissioner 
Man L. Beller, Director, Division of Corporation Finance 
Martin Dunn, Deputy Director, Division of Corporation Finance 
Jonathan 6. Katz, Secretary 

.. 
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The Harris Poll" P E U P L E  

Views of C ovemanc 

The American Federation of State, 
County and 
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Introduction 

' H The Views of Corporate Governance Sti/dly was conducted by Harris 
interactive on behalf t h e  American ederatisrr of State, County and 
Municipal Employees (AFSCME), 

The primary objective of this survey was to explore t h e  attitudes and 
behavior of individual investors on important corporate governance issues. 
More specifically, t h e  survey focused on: 

- Shareholders' voting behavior; 

- Attitudes towards the current  board member nomination process; and 

- Attitudes toward proposals to reform the cwxx- t  process. 

I The study was conducted online arrrong 'I ,030 adults, 18 or older who own 
individual shares of public corporations. Interviews were conducted 
between August 29 and September 2, 2003, and averaged I 2  minutes En 
length. c 4 
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Issues Voted Fo in 

Votina Behavior on Various Corporate Governance issues 

Individuals nominated to board of 
directors 

General corporate governance issues 
Changes to by-laws 

Mergers or acquisitions 

Salary and compensation packages for 
top executives 

Salary and compensation packages for 
board members 

Other 

703 
?h 

86 

62 

61 

45 

38 

38 

17 

577 

Yo 

52 

36 

41 

30 

62 

59 

8 

96 314 293 

75 86 92 

51 61 70 

51 59 70 

37 44 52 

33 31 . 51 

32 34 48 

16 17 +I7 

83 259 235 

% ?4* ?4* 

41 53 58 

39 33 38 

39 38 47 

25 29 37 

40 60 73 

54 59 63 

I 1  9 7 





Attitudes Toward 
Process 

Current Board Member Nomination 

Shareho'ider Access to Nourinate Board Members 

80% 

1 

20% 

75% 80% 

I 
1 

Yes, there should be a process 
to allow shareholders to 

nominate candidates for board 
of d i rectors 

No, corporate management 
should be able to continue to 
control all nominations to the 

board of directors 



12% 
Extremely 
important 

1 

27% Somewhat 
important 

Not important 
at all 

Base: 

Extremely/ Very 
Important (Net) 

Important 

Somewhat/Not at 
all Important (Net) 

1030 202 470 358 
YO Yo % % 

33 25 33 41 

29 34 27 27 

38 41 39 32 

QCi'LO; In a non-takeover situation, how irnportsnt is it to you to be able to f law 
whether riorriinated by corporate management or shareholdersrl) 
0:ase: All raspondents 23 

choice Limorig different candidates for election to boards S T  directors 

873 ik/ !nteraci:ive 
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Shareholder Attitudes Towa 
Frequency of Shareholders Nominating Candidates 

Current Nomination Process 

Base: 

Corporate misconduct in the United States has weakened investor 
confidence in the stock market. 
Corporations should be required to disclose more information about 
the process for nominating directors to serve on the boards. 

Sharehoiders are the owners of public corporations in which they own 
stock, so shareholders should be able to use proxy materials to 
nominate candidates for election to the boards of directors. 

Open elections, in which shareholders can use the proxy materials to 
nominate qualified candidates to serve on corporate boards would 
increase investor confidence in how those companies are managed. 

Individual shareholders do not vote because corporate management 
has the  exclusive right to use proxy materials to nominate board of 
director candidates. 

Corporate management is in the best position to decide who should 
be nominated to the corporation’s board of directors. 

Individual shareholders do not vote because they have faith in 
corporate management to make the best decision for the company. 
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Base: 

Ever (Net) 

All the time 

In some situations 

Never 

1030 

5% 

95 

44 

52 

5 

Tirninq of Nomination 

202 470 358 
Yo , Y O  % 

96 97 92 

36 44 53 

61 53 39 

4 3 8 .  

Base: 

At the next annual meeting 

E3eyond the next annual meeting 

1030 
% 

87 
13 

. 

202 470 358 

YO % % 

87 88 85 

13 12 15 

....- .... . " .  



Overall Support for Reform Proposals 

Attitudes Towaria Reform Proposals 

At the request of a majority of 
shareholders 

If there has been a major corporation 
scandal 
If the corporation fails to act on a 
shareholder proposal that received a 
majority vote 

If the corporation's financial 
p e rfo rm an ce d e c I in e s s i g n if i cant I y 
compared to other corporations in the 
same industry 

If the Securities and Exchange 
Commission has required the 
corporation to revise its financial 
statements 

Following a corporate board election, 
where a corporate nominated candidate 
does not receive significant shareholder 
support 
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67 

35 46 

54 28 

41 39 

30 42 

32 39 

22 45 

16 

14 

17 
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24 

27 

3 * 

3 2 

2 I 

6 1 

4 1 

5 1 
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Support Far Nomin eform Proposals 

% Stronfrtv FavsrlFavor 

If there has been a major corporate scandal 

At the request of a majority of shareholders. 

I f  the corporation fails to act on a 
shareholder proposal that received a 
majority vote 

If the corporation’s financial performance 
declines significantly compared to other 
corporations in the same industry 

’ 
If the Securities and Exchange Commission 
has required the corporation to revise its 
financial statements 

Following a corporate board election, where 
a corporate nominated candidate does not 
receive significant shareholder support 
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